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1, The shertage of expert rice which has recestly developed
in Seuthemst Asia is yrobvably temperary amd dees met indicate that the
mjer Asian rice experters, Burms and Thallend,are eut of the veeds in
regard to their rice trsde or that the Asian market provides a stesdy
vutlet for US rics surpluses. The Asisr rice market is subject te
suiden and vioclemt changes because the Asian countries are rice preducers
ae well as inperters and their imperts have becems margimal to their
owve productien. Consequantly, a relstively emmll change in Asian crop
Yields er plamned impert progrems can cause a major chamge in the
rice expert situation amd create sarious economic amd pelitical
roblams for Burme and Thailand.

2. A yesar age Burma srd Thailand had accumuilated largs stocks
of surplus rice on hand because of & series of interscting develoynents,
certain of vhich may imply a longer-range and mers permanent change
in the Asiar rice situation. The majer rice importing satioms, ss well
a2 the mimer omes, have bad considerahle success vith thelr postvar
efforts to imcrsase foed yroduction. Also; rice substitutes, principally
vhiat which wes introduced inte Asia duriag the pestwar peried of critical
fool shertags; new sccount fer a large part of the coresl imperts by
cereal deficit Asian countries.2/ The accumulation of Burmese and Thai
rice surpluses vus incressed further by ths bumper crope harvested through-
out most of Asie in 1953 amd 1954, the high propertien of low grade rice
in the Burmese and Thel warehsuses, and the reluctance of the Burmese
.and Thal governments to stimulate rice seles by reducing yrices to levels

17 For examplo, by 19531954, Isdia’s rice production exceeded prevar
levels by 21 percent and net rice imports dropped to ene-tenth of
Frewaro. 3Bstween 1951 amd 1954; Ceylem imcreased rice productioa
by 25 perceat. Malaya, Indomesia, and the Philippines expanded
their rice cultivetion ard in good crop years Indonssis and the
Philippines sachisved virtual self-gufficiency.

2/ Rice imports by cereal deficit countries represented enly 32 percent
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coupatitive with vheat. Another factor wes the large stocks of US
expent rice overhamging the world merket.

3. Burivg the first half of 1956, heowever, sn unexpacted
ircrease in the demsnd for rice emabled both Burms asd Thallani to
dear out most of their accumilated surplus stecks. 3By the midile
of the year, rather than facing major ecocacmic and politicsl problems as
@ consequence of large stocks of unmerketable surplus rice, both
countries vere reluctantly turning away cash custcmers. With the demand
for rice up, hurm «nd Thailand were caught with their stecks down.
This rathey abrupt ahift from a suzrplus to a shortage of export rice
ir Burme axd Thailand came as & result of several special circusstamces =«
crep failures ameng Asian countries, Imdia’s stockpilimg peogram, aed
Burme®s shipments of rice to the Bloc under barter agrecments.

4o The mest significent rice crop failure among Asian countries
was Fakistan's. In 1955, Pakisten exported 200,000 toms of riece, but
during the first part of 1956 the governmenmt was forced to import
over 700,000 tons and may bave to seek additional amounts before the
1956-1957 erep 1= harvested to alleviste widespread famiwe. EHowever,
Pekistan expects to be back as an exporter im 1957.

5. lLikewise, India's recent imcrease in rice purchases reflects
a special situation. Under the current Five Year Plan, Indis is plamning
on building up a ons milliom ton reserve of rice and a one million tom
raserve of wheat to control prices and avert famime. Although India‘s
foed producticm incresssd the first Five Year Plan ani Indie’s
imports of cereals decreased,’/ India agreed in 1956, te purchase from
Burme, at slightly reduced prices, two millicn toms of rice over a
five-year period largely fur stockpiling purposes.

- 6. Fizelly, Burms had te fulfill the waricus berter agreements
vhich it had pegotiated during its periocd of surplus with several Blec
countries.®/ Im the 18 momth period ending August 1956, Burms supplied
the Bloc 600,000 tems of rice under these sgreememts. Burma's berter
comnitments for 1956-1957 are 800,000 tons. Burma's displeasure with
Communist China‘s recent offer to supply 60,000 tens of rice to Pakistan
stens from Burma’s inability to transgect thet busimess herself and from
the fact that Chine's capacity to do so wvas epbanced by shipments of
Burmess rice te China under barter arrangsments.

77 Indfa's imports of cereals:

1951 = k.7 million toms
1952 - 3.9
1953 « 2.0
l95h - 008

2/ Communist Chima, the USSR, Czechoslovakia, Hungary, East Gersany,
Poland; endi Rumania.
] 2 -
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Te The current shortage of export rice irp Asia developed despits
that fact that Japan; normally a key importer teking 30-35 percent of
total Asian ricee imports, bas been reducing its rice imports staadily
simee 195k, Jepar has bcen sble to reducs its rice imperts »ecause of
good crops and the contimued use of rice subatitutes for skout two-thirds
of its grain inport requirememts. Japan‘s plenmned impert progranm for
1957 calls for only sbout half the rice imperts of 195k,

8. The US, vhich bscams in the postwar period the werld's
third-ranking sxporter of rice providisg about 10-13 percent ef ths rice
movieg in internetional trade chnmelsé did not enter the Asian rice
market as & major supplier wmtil 1956.2/ However, the fact of large
US rice surpluses overhanging the market tended to depress world prices

and caused Purme and Theiland & good deal of comcern over US intemtions.

In an effoxrt to reduce US surplus, rice was included among those agricultural
products vhich may be sold akroad for local currencies under PL 480 agpree-
ments., Taking adveniage of the curreat shortage, éurinmg 1556 the US
segotiated major PL 4ED agresments with Pakistsr, Indonesis, and India
which included sllecatiems of about 700,000 toms of rice. Shipments of
this rice ia 1956 awd 1957, along with some imcrease iz US demestic
consumption, will clear out most US rice surplus.

9. Im view of thelr foveign axchange problams and their own
import nsede, both Burns and levd will ssek to imexresse their
rice exports to prewar levels. Burma will wedoubtedly cling te bhar
Blec barter agreememts in the hope they can be sdjusted mupuslly to ths
evalling supply and demand situation in intermatiocmal cash markets.
Even if South Vietnsm mexages to overcome intermal produciion and tramsporta-
tion problems ard accumulate sizeable export swypluses, it vill probably
encounter difficulty in regaining its mevar status as & mjor rice
exporter. The excess-shortage cysle of export rice car be expected to
repeat itself in future years. Over the long rum, the tendency ie towwrd
more frequent periods of excess if food self-sufficiency prograns progress,
rice substitutes continue to account for a large part of cereal imports,

———

Ve Japen's rice imports

1954 « 1,432 milliom toms
1955 - 1’21'6

1956 = 1,100 (estimats)

2/ Total US rice exports to Asin im 1,000 lomg toas

1953 Korea Japan all oghers
109 232
1954 266 8
1955 268 15
3/ 1934-1038 « Aversge Rice Exports - 195h
Burzm 3,070 thousand tens 1,451
Theilend 1,388 1,183
Imdochina 1,320
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and other cereal deficit countries bhesides Indis insugerate end cooplets
stockpile programs.® In smy event, the prospects for the mext few yeers

are for imcressed imstebility in the Asian rice situation., Im this situation,
seriocus political friction can be expected with Burme and Thailard if

the US seeks to oxpand permanently its experts of rice ia Asia.

25X1A9%9a

Fakistan and Indoresis are mow studying the possibllity of wulldéing
rice amd vheat stockpiles.
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